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SUBJECT: 260 MILLION DOLLAR BALANCE-OF-PAYMENTS LOAN TO 
PERU DELAYED 

REFS: A) LIMA 2152; B) STATE 061223 

1 . KAREN DEYOUNG'S STORY ON PERUVIAN FINANCIAL CRISIS 
(REF. A) APPEARED IN WASHINGTON POST MARCH 14, IS BEING 
REPEATED BY USIS WIRELESS. CONTAINS STATEMENT THAT 
SYNDICATE OF INTERNATIONAL BANKS (REF. B) TENTATIVELY 
TURNED DOWN LAST-DITCH PERUVIAN PROPOSAL TO REFINANCE $306 
MILLION PERU IS SUPPOSED TO PAY THEM THIS YEAR". IN 
RESPONSE TO INQUIRY BY DEPARTMENT, REPRESENTATIVE OF A LEAD 
BANK DENIED THIS. 
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2. REPRESENTATIVE HOWEVER EXPLAINED BANKS HAD LEARNED THAT 
PERU WAS IN GENERAL VIOLATION OF COMMITMENTS OF IMF STANDBY 
AGREEMENT, THAT THEY UNDERSTAND IMF NOT WILLING TO DISBURSE 
SECOND DRAWDOWN UNDER STANDBY UNTIL GOP MOVES TO MEET 
TARGETS, AND THAT THERE IS LITTLE INDICATION GOVERNMENT IS 
TAKING STEPS TO DO SO. BANKS' FAITH HAS BEEN SHAKEN IN PRIOR 
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GOP ASSURANCES GIVEN AS WELL AS IN INFORMATION AND PROJEC- 
TIONS MADE, ON BASIS OF WHICH BANKS PREVIOUSLY WERE WILLING 
TO CONSIDER BALPA LOAN. BANKS NOW WAITING FOR COMPLETION 

OF FURTHER REVIEW OF GOP PERFORMANCE BY FUND WHICH THEY 
SAY WILL TAKE PLACE BY MARCH 3 1 . 

3. SHOULD PERU QUALIFY FOR SECOND DRAWDOWN UNDER STANDBY, 
SYNDICATE WILL PROCEED WITH LOAN. IT HAS NOT HOWEVER 
DECIDED ON THE ESCROW ACCOUNT ARRANGEMENT DESCRIBED REF. A. 
SOME LEAD BANKS ARE CONCERNED THAT SUCH ACCOUNT COULD GET 
TIED UP IN COURTS ON CLAIMS BY THIRD PARTY CREDITORS. 

THESE BANKS WOULD PREFER AN ACCOUNT INTO WHICH PARTICIPAT- 
ING BANKS WOULD PUT UP THEIR SHARE OF FUNDING ONLY ON DATE 
A PERUVIAN OBLIGATION TO THEM MATURES; BANKS THEN WOULD 
IMMEDIATELY DRAW DOWN THAT MONEY. 

4. BANK REPRESENTATIVE ALSO SAID THAT ESTIMATE OF MANU- 
FACTURERS HANOVER. CHAIRMAN OF SYNDICATE STEERING COMMITTEE. 
WAS THAT PERU HAD ENOUGH FUNDING NOW TO GET THROUGH TO 

END OF APRIL WITHOUT DEFAULT BUT NOT BEYOND. VANCE 
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